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ONTARIO SECURITIES COMMISSION PROFILE 


As the regulatory body responsible for overseeing the capital markets in Ontario, the Ontario 
Securities Commission (OSC) administers and enforces the provincial Securities Act, the 
provincial Commodity Futures Act and administers certain provisions of the provincial Business 
Corporations Act. The OSC is a self-funded Crown Corporation accountable to the Ontario 


Legislature through the Minister responsible for securities regulation. 


Vision 
Canadian financial markets that are attractive to domestic and international investors, 
issuers and intermediaries because they are cost-efficient and have integrity. 


Mandate 


To provide protection to investors from unfair, improper or fraudulent practices and to 
foster fair and efficient capital markets and confidence in their integrity. 


Approach 
e Proactive, innovative and cost-effective in carrying out our mandate 
e Fair and rigorous in applying the rules to the marketplace 


e Timely, flexible and sensible in applying our regulatory powers to a rapidly 
changing marketplace 


WAM | For more information on the OSC, see www.osc.gov.on.ca 





KEY ORGANIZATIONAL GOALS 


LETTER FROM THE CHAIR 

THe COMIIE TION lpsos Reid conducted the fourth wave of the biennial 
stakeholder satisfaction research on behalf of the Ontario 
Securities Commission (OSC) from March 7 to April 14, 2006. 
The purpose of this research was to measure satisfaction with 
aspects of interaction with the OSC among stakeholders, track 


Stakeholder Satisfaction Survey 


GOAL 1: ENFORCEMENT 





GOAL 2: RETAIL INVESTORS 
GOAL 3: HARMONIZATION 





GOAL 4: INTERNATIONAL ACTIVITIES changes in perception from previous surveys and understand 
GOAL 5: ORGANIZATIO opinions on new issues of interest. The study was comprised of 
etre surveys of four stakeholder groups: registrants, reporting issuers, 
> — 


Inquiries Line users and the general population. Certain results 
are presented throughout this annual report. 


™m 


XECUTIVE MANAGEMENT TEAM 
MANAGEMENT'S DISCUSSION AND ANALYSIS 





MANAGEMENT'S RESPONSIBILITY AND AUDITOR’S REPORT 
FINANCIAL STATEMENTS 





A For detailed survey results, go to www.0sc.gov.on.ca. 





NOTES TO THE FINANCIAL STATEMENTS 


KEY ORGANIZATIONAL GOALS 






Provide fair, 
vigorous and timely 
enforcement 


In our enforcement 
activities, we will treat all 
market participants fairly 
and with integrity, 
employing consistency in 
Our approach and 
sanctions. A vigorous and 
timely enforcement 
presence is critical to 

protect investors, to deter 
undesirable behaviour and, 
when necessary, to remove 
darticipants from our capital 
markets who do not comply 
vith securities laws. 




















Take actions to 
better understand 
and address the 
needs of the 
retail investor 


We will work to improve 
our understanding of the 
concerns and priorities of 
retail investors and be more 
responsive to their needs. 








Promote a 
harmonized, 
simplified and 
strengthened 
securities regulatory 
framework for 
Canada 


Following the lead of the 
Government of Ontario, 
we will cooperate with 

our regulatory counterparts 
and market participants to 
strengthen the Canadian 


securities regulatory system. 








Work to achieve 
appropriate 
regulatory 
integration of North 
American and 
global capital 
markets 


The securities industry 
operates within a global 
marketplace where capital 
moves rapidly across 
international borders. We 
will work to enhance the 
global competitiveness of 
our capital markets as well 
as foster cooperative 
relationships with other 
securities regulators and 
standards setters. 








Support and promote a more flexible, efficient and accountable organization 


We expect OSC Commissioners and employees to maintain the highest standards of conduct and personal integrity and to deal 
openly and fairly with all of our stakeholders. We need to continuously enhance our business competence and effectiveness. 











The OSC has identified five key organizational goals related to enforcement, retail investors, regulatory harmonization, 
international regulatory cooperation and organizational accountability. This annual report identifies and describes these 


five goals as important priorities to fulfill our mandate. 
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For further details on the strategies related to achieving our organizational goals, please read the OSC Statement of Priorities for Fiscal 
2006/2007 and a report on our progress against the priorities for 2005/06 in the ‘Governance & Accountability’ section of www.osc.gov.on.ca. 


A total of 400 registrants, 300 reporting issuers, 300 Inquiries Line users, and 300 general population investors were randomly 
interviewed by telephone. The margin of error associated with each survey is represented in the following chart: 








es 
5.7% 








W Registrants 
Issuers 
Gen Pop 

WH Inquiries Line 


Source: 2006 OSC Stakeholder Satisfaction Survey 


Some of the questions were new to the 2006 survey; others have been tracked since the first OSC Stakeholder Satisfaction Survey 
‘n 2000. To assist with the explanation of the responses of the four groups of stakeholders, the groups are colour-coded in the 


accompanying charts to identify their particular responses. 
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LETTER FROM THE CHAIR 








David Wilson 
Chair, Ontario Securities Commission 


| am delighted to be part of the team at the Ontario Securities Commission and 
contribute to fulfilling its mandate. In my first annual report message as Chair, | 
want to set out our organizational priorities and express our firm commitment to 
being an accountable and effective regulator. 


One of the most important things | have observed about the OSC from the outset 
is the tremendous dedication of Commissioners and staff to a common objective: 
to provide fair, efficient and effective securities regulation for Ontario's capital 
markets. We recognize that these three characteristics are necessary in achieving a 
regulatory regime that meets our mandate to provide protection to investors from 
unfair, improper or fraudulent practices and to foster fair and efficient capital 
markets and confidence in their integrity. 


As a regulator, the Commission performs three important functions: developing 
rules and policy, enforcing rules and regulations and adjudicating cases. In carrying 
out these functions, we must maintain a careful balance as we seek to maintain 
trust in the markets. 


On the one hand, it's vital to ensure that the rules protect the market from the 
dishonest few. At the same time, we don’t want to add undue burden on the 
creativity of the private sector to generate wealth. This balance also requires the 
effective and vigorous enforcement of the rules in order to support a robust 
regulatory framework. 


Our objectives are clear. We are determined to achieve similar clarity in 
accounting for how well we perform our core functions. That is why this annual 
report uses metrics from the fiscal year ended March 31, 2006, to measure our 
performance against key organizational goals related to enforcement, retail 
investors, regulatory harmonization, international regulatory cooperation, and 
organizational accountability. 


One of the most important ways the Commission seeks to build trust is by 
providing fair, vigorous and timely enforcement. Our Enforcement Branch makes 
a big difference by working to prevent, detect and deter market abuses. At the 
same time, other OSC Branches contribute to the enforcement presence, in areas 
such as compliance and continuous disclosure reviews. We also recognize that 
enforcement is not a task that any one organization can accomplish by itself. 
That's why it’s a priority to cooperate with other regulators, government and 

law enforcement agencies. 


Regulation of the Capital Markets 


The OSC is a fair, balanced and effective regulator. 


i Registrants 


Issuers 











Gen Po 
33% te 
™® Inquiries Line 
1s ) 
4% Source: 2006 OSC Stakeholder 
= paaeege tl ! j Satisfaction Survey 
Neutral Strongly Disagree 
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From left: Vice-Chair Paul M. Moore, Chair David Wilson, Executive Director Charles F. Macfarlane, 
Vice-Chair Susan Wolburgh Jenah 


Many of the OSC's priorities are shared by the other provincial and territorial 
securities regulators. We work closely with our counterparts across Canada, 
primarily through the Canadian Securities Administrators (CSA). Together, we are 
working to harmonize and streamline the regulatory regime — a job that requires 
a significant degree of cooperation. 


Similarly, we have common concerns with securities regulators in other countries. 
International cooperation is particularly important on cross-border enforcement 
issues. We will continue to collaborate with other regulators, especially the U.S. 
Securities and Exchange Commission (SEC), to help foster the integrity of global 
capital markets. 


Addressing the needs of retail investors is another priority. To improve our 
understanding of the concerns of retail investors, we seek their input through 
various channels, including the OSC’s Investor Advisory Committee. By encouraging 
consultation, we can effectively engage retail investors in helping to enhance the 
regulatory process. 


For a public sector organization, one important way to evaluate your performance 
is to survey stakeholders about your services. In 2006, we commissioned the fourth 
biennial Stakeholder Satisfaction Survey, conducted by Ipsos Reid. Many of the 
principal findings of the independent study are featured throughout this report. 


Finally, | would like to thank our departing Executive Director, Charlie Macfarlane, 
for his contribution to the OSC. | also want to thank the Commissioners, Vice- 
Chairs and staff for their hard work and commitment. | look forward to working 
with them to meet the challenges of providing fair, efficient and effective 
regulation of the capital markets. 


foto 


David Wilson 
Chair, Ontario Securities Commission 


Sincerely, 
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“One of the most important 
ways the Commission seeks to 
build trust is by providing fair, 
vigorous and timely 
enforcement.” 


To read detailed findings of the 2006 OSC 
Stakeholder Satisfaction Survey, go to the 
Accountability page of the ‘Governance & 
Accountability’ section of www.0osc.gov.on.ca 





“ae THE COMMISSION 


The Commission has adopted a 
Charter of Corporate Governance to 
delineate its roles and responsibilities 
and to ensure transparency in Its 
governance structure. Members of 
the Commission are responsible, 
individually and collectively, for 
performing the duties set out 

in this Charter, as well as any 
additional duties necessary 

to fulfill our governance and 
regulatory responsibilities. 


Hearings before the Commission 


(20 \= 














03/04 04/05 05/06 


(Fiscal year) 


® Matters heard Hearing days 


“Members of the Commission are 
Steadfast in their commitment 


to promoting a culture of 





accountability, integrity and ethical 
conduct throughout the OSC, while 
tering robust and transparent 


u 





governance structures. 


Commissioner Robert Shirriff, Lead Director 


The Ontario Securities Commission (OSC) is a self-funded Crown Corporation 
accountable to the Legislature through the Minister responsible for securities 
regulation. The Securities Act establishes the Commission’s mandate and role in 
regulating capital markets. The Commission's accountability to the Minister is set 
out under the Act and in a Memorandum of Understanding that describes the 
responsibilities of the Minister, OSC Chair and Members of the Commission. 
Furthermore, the Commission has adopted a Charter to delineate its role and 
responsibilities and to ensure transparency in Its governance structures. 


As a regulator, the Commission exercises its responsibilities through rule- and 
policy-making, enforcement and adjudicative functions. The Commission adopts 
rules and policies following a statutory process that provides an opportunity 

for public comment and requires delivery of the rules to the Minister for his 
consideration. These rules set the required standards for market participants and 
influence their behaviour. The Commission sets regulatory priorities and oversees 
their implementation by staff. Members apply their expertise in areas such as 
securities law and accounting in making key decisions involving policy initiatives. 


The Commission, as a whole, has responsibilities to oversee the OSC's adjudicative 
processes and procedures generally. Panels of Members, acting independently, hear 
enforcement matters, conduct hearings involving regulatory policy issues, conduct 
appeals of adjudicative decisions of self regulatory organizations and review 
decisions of staff. The OSC Chair does not sit on adjudicative panels but oversees 
enforcement operational decisions. During the 2005-06 fiscal year, panels heard a 
total of 34 matters over 67 hearing days. 


As the Board of Directors, Members oversee the management of the OSC’s financial 
and other affairs. In this regard, the Commission recognizes the importance of its 
independence. As required by the Securities Act, the Chair of the Commission is 
also its CEO. Therefore, the Commission appoints a part-time, non-executive 
Member as Lead Director to foster independent oversight of the Board. The Lead 
Director is responsible for overseeing the operations of the Board to ensure that it 
fulfills its responsibilities effectively. Acting in consultation with the Chair and 
committee chairs, the Lead Director oversees the Commission's corporate 
governance practices to ensure that the Commission continues to be governed by 
the highest principles. 











(Seated from left) Paul Moore (Vice-Chair), 

David Wilson (Chair), Susan Wolburgh Jenah (Vice-Chair) 

(Standing from left) Harold Hands, Carol Perry, Paul Bates, Wendell Wigle, 
Robert Shirriff (Lead Director), Robert Davis, Suresh Thakrar, David Knight 
Absent: Theresa McLeod, Patrick LeSage 
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To odbc Its responsibilities as a Board, regular meetings are held of both the full Board and three standing committees: Audit 
and BSCE, Corporate Governance and Nominating, and Compensation. The Board held four regular Board meetings and seven 
ee) meetings in 2005-06. To exercise its responsibilities as a regulator, the Commission holds biweekly policy and rule-making 
meetings, regular meetings of the Adjudicative Committee and conducts hearings. 


Each Member is appointed by the Lieutenant Governor in Council for a fixed term. One term cannot exceed five years; however, 
a SNS may be reappointed. Members, acting as a Board and working with the Public Appointments Secretariat, have a 
formalized process to ensure the Board has the appropriate skills needed to guide the Commission in pursuit of its mandate. 


The Commission is aware that its own governance practices should be robust, transparent and, where applicable, conform to 
the best practices advocated for public companies. Moreover, Members strive to adhere to the highest standards of ethics and 


Integrity, promoting a culture of transparency and accountability at the Commission, guided by the Commission's by-laws and 
Code of Conduct. 


a N The ‘Governance and Accountability’ section of www.osc.gov.on.ca contains a detailed description of the Commission’s governance structure, including its 
Charter, the Member Profile, as well as biographies of individual Commissioners. 


THE COMMISSION 


(Ns) enV, ro] x a 400 0)) 


Lead PNure thar late. Compensation 
Director mlatelareom Gelanlaniiancts) Committee 





(eToN(-laar-are=melare| Adjudicative 
Neyantiatelaiale mt @elaalaalia nays Committee 





Robert Shirriff David Knight, Chair Paul Bates, Chair Suresh Thakrar, Chair Paul Moore, Chair 
Theresa McLeod Robert Davis Paul Bates, Patrick LeSage 
Carol Perry Harold Hands Robert Davis Theresa McLeod 
Robert Shirriff David Knight Harold Hands John Stevenson* 
Suresh Thakrar Robert Shirriff Carol Perry Wendell Wigle 
Wendell Wigle Susan Wolburgh Jenah 


* As Secretary to the Commission, 
John Stevenson is an ex-officio member. 








Date Current Datei Current 

Appointed Term Expires Appointed Term Expires 

Paul K. Bates 06/03 06/09 Paul M. Moore 02/01 02/07 
Robert W. Davis 11/99 11/06 Carol S. Perry 02/05 02/08 
Harold P, Hands 04/02 04/08 Robert L. Shirriff 03/02 03/08 
David L. Knight 08/04 08/07 Suresh G. Thakrar 06/03 06/09 
Patrick J. LeSage 12/05 12/08 Wendell S. Wigle 05/03 05/09 
M. Theresa McLeod** 10/99 05/06 W. David Wilson 11/05 11/10 
Susan Wolburgh Jenah 02/04 02/09 


** Theresa McLeod retired from the Commission In May 2006. 
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PROVIDE FAIR, VIGOROUS AND TIMELY ENFORCEMENT 


The deterrence of abuses will 
encourage the development 

of a market that fosters equal 
opportunity and economic fairness 
and which cultivates the trust and 
confidence necessary to attract 
domestic and foreign capital flows. 


8 1 of of Case 
O Assessment 
and Surveillance files were 


transferred to Investigations or 
Litigation within four months. 


33 Investigations — Closed/Transferred 
in 2005/06 





Closed @ Transferred 
no action to Litigation 


O/. of all Investigation 
i 5 /o files were 


completed within nine months 
of transfer from Case 
Assessment and Surveillance. 


Enforcement 


The OSC provides timely 
enforcement. 


37% 














Respondents who strongly agree 








Respondents who strongly agree 


Fair and efficient capital markets require securities regulators to prevent, detect 
and deter market abuses, such as illegal insider trading. Market abuses are an 
attack on the very trust that the OSC is entrusted with protecting. Therefore, our 
goal is to ensure that our enforcement presence is — and is seen to be — as fair, 
vigorous and timely as possible. 


The OSC will treat all market participants fairly and with integrity as it administers 
and enforces securities law in Ontario. We recognize that maintaining a vigorous 
enforcement presence involves strengthening our partnerships with other securities 
regulators — across Canada and abroad — and law enforcement authorities such as 
the RCMP’s Integrated Market Enforcement Team (IMET) in Toronto. Through 
enhanced cooperation, we will become more effective in the enforcement area, 
both in Ontario and with our national and international regulatory partners. 


Reduced Timelines 


On an ongoing basis, the OSC Enforcement Branch endeavours to reduce the time 
spent from detection of an alleged abuse to the commencement of a regulatory 
proceeding. In the 2005-06 fiscal year, we achieved the objective of reducing 

the surveillance and case assessment timeline: 81% of cases were transferred to 
Investigations or Litigation within four months, down from the previous timeline 
of within six months. Furthermore, the implementation of new procedures in 
cooperation with Market Regulation Services Inc. (RS) helped decrease the 

average time between the detection of suspicious trading and the transfer to 
investigation/litigation from six to three months. 


Last year, we set an objective to complete 75% of investigation files within nine 
months from their transfer from the Case Assessment and Surveillance units. To 
reach this new objective, we narrowed the focus of investigations and improved 
the procedures for obtaining information from third parties. The result was that at 
the end of the 2005-06 fiscal year, 75% of investigation files were less than nine 
months old. 


The OSC is a strong enforcer of the OSC sanctions are a deterrence 
Ontario Securities Act. 


against violating the Securities Act. 


WW Registrants 
Issuers 
“ Gen Pop 
BB Inquiries Line 
Source: 2006 


OSC Stakeholder 
J Satisfaction Survey 











Respondents who strongly agree 
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Enforcement Continuum Rox 


The work done in other OSC Branches beyond the Enforcernent Brarict 
complements, and is an important source of input and support to, the 
Enforcement Branch. For example, compliance staff in Capital Markets conduct 
field reviews of advisers, fund managers and limited market dealers to detect 
significant deficiencies such as the use of inaccurate marketing materials (see 
Adviser Reviews chart, this page). 


52% 


The Corporate Finance Branch reviews the continuous disclosure files of Ontario- 
based reporting issuers once every four years on average (over 300 reviews per 
year). We often request changes to the disclosure documents filed by issuers, or Materia E 
to other aspects of their practices. The top chart on this page presents the overa oa 
results of all our reviews during the year, including prospectus filings. 





Public Awareness 


This “enforcement continuum” also extends into contacts with the investing 
public in our efforts to increase public awareness of fraud prevention and 
detection. Staff in the Inquiries & Contact Centre and Investor Communications 
section of our Communications Branch work proactively to help educate ret 
investors about avoiding potential frauds. There are also times when the public 
provides information that is helpful to our Enforcement Branch. In May 20 

we launched the “TIPS” page on our website to make it easier for the public to 20 
submit leads on potential violations of Ontario securities law. In 2005-06, 96 \eacs 

were submitted to the OSC through TIPS. 





oO a 
un oO 
"of Deficiencies 
+s oO 
J 5 o 
| a 


In general, the OSC is seen as providing strong enforcement of the rules and : actin Client & 
regulations governing the capital markets. The 2006 OSC Stekeholder Sati — 
Survey reveals that 68% of registrants, 64% of reporting issuers and 57% © 
Inquiries Line Users strongly agreed that the OSC is a “strong enforcer.’ 


Lt eter 


results are consistent with the findings of the 2004 survey. The eve! of strong 

agreement within the general population increased from 28% in 2004 to 45% 

this year, whereas the percentage of respondents who strongly Gisagreec GEC iNnec LOOKING al 
from 7% in 2004 to 4% in 2006, reflecting an improving public profile 


ts 
(T 


=f, 


We continually seek to improve the effectiveness anc transparency © 
ats nner DBT 


enforcement work, while cooperating with other regulators, both wit 
outside Canada, and law enforcement authorities. A vigorous enforce 
presence is necessary to prevent, detect and deter market abuses. The deterrence 


ALA Re 


of abuses will encourage the development of a market thet fosters eque 


et aaa AANTAAN 


opportunity and economic fairness and which cultivates the trust ane conmicence 
necessary to attract domestic and foreign capital flows. 


ES] For more information about OSC activities and initiatives relates 
investors, read the sections on Goal 2 (page eight), Goal 3 (pack 


4 OED 7 4 ml yaa 
he 2006-¢ SCA VOX 


ww MN To read more about our enforcement priorities for t c 
Statement of Priorities for Fiscal 2006-2007 jn the ‘Govermence & Accour 


WWW.OSC.gOV.ON.Ca. 


~ ~ 
CONIMISSION 


AU! REDO AMIS Or 





TAKE ACTIONS TO BETTER UNDERSTAND AND ADDRESS THE NEEDS OF THE 
7 " RETAIL INVESTOR 


As more Canadians rely on the capital markets to generate and preserve their 
personal wealth, the more they count on those markets to be fair and efficient. 
The growth of the investor community and resulting changes in attitudes towards 
investment risk illustrate the increasing need for investor education. The OSC's 
challenge is to continue to improve our understanding of the needs of investors 
and seek opportunities for consultation. By doing so, we will help foster 
confidence in the integrity of the capital markets. 


Together with self regulatory 
organizations, we increased efforts 
to make investors aware of the 
options for dealing with their 
complaints and concerns, 
including redress mechanisms. 


Total Direct Audience: Public Outreach 


Ouray sy Shireen re \ererars The OSC conducts public awareness campaigns and community outreach programs 
to promote investor education, and prepares investor alerts on specific issues of 





20,000 
concern to investors. 
15,000 + ; eB 
> Research by the Investor Education Fund, a non-profit organization funded by 
= 10,000 | OSC enforcement settlements, indicates that people seek financial information at 
= “fe 
S$ key “triggering moments”, such as when they buy a home. By targeting specific 
esl consumers through trade shows and proactive media campaigns, we are capturing 
a more engaged audience, as evidenced by website traffic and internal research 








03/04 04/05 05/06 (see Direct Audience and OSC Website Visits charts). Our outreach strategy 
includes participation in large events, such as “Investor Education Month” 
in October 2005, and targeted campaigns. This enables us to speak to more 
people about investment education and fraud prevention. 


(Fiscal Year) 


Average Visits per Month to 
www. investorED.ca Retail investors also have a direct line into the OSC through our Inquiries & 
Contact Centre, which responds to e-mail and telephone inquiries and handles 











iy initial reviews of written complaints. The Contact Centre handled 36,656 inquiries 
40,000 fF from stakeholders, including retail investors, in 2005-06, down slightly from the 
2 sono previous year, and received 1,206 written complaints against market participants, 
> compared to 696 the year before. The increase in complaints was partly a result of 
20,000 + introducing, in May 2005, an online TIPS form about potential violations of Ontario 
rou | securities law. In total, we received 96 electronic tips in 2005-06 (see page nine). 
The perception of the OSC's service among the Inquiries Line Users polled in the 
03/04 04/05 ~— 05/06 2006 OSC Stakeholder Satisfaction Survey was generally unchanged: 15% said the 


(Fiscal Year) OSC's service improved in the previous 12 months while 55% said service stayed 
the same (see charts below). 


Service to Inquiries Line Users in 2005/06 


Was the issue you contacted the How satisfied were you with the Overall has the service offered by the 
OSC about resolved? resolution? OSC improved, declined or stayed 
about the same in past 12 months? 


Ir 55% 


11% - 
| 7% | - 3% B® Inquiries Line 


Excellent Neutral Poor Improved Declined Stayed the Same 























Source: 2006 OSC Stakeholder Satisfaction Survey 
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Responding to the Town Hall Annual OSC Website Visits 


At the OSC Investor Town Hall on May 31, 2005, investors voiced concerns about 
the complexity of the regulatory framework in Canada and the complaint process 
and expressed a desire for timely restitution. The major issues were identified and 
discussed in the OSC's report on the Town Hall and we are in the process of POD OO 


1,400,000 | 


1,200,000 } 





following through on the commitments made at the event. ZB 800,000 | 
Based on feedback from Town Hall participants and focus groups, the Contact = 600,000! 
Centre is enhancing its service to help investors improve their understanding and 400 a 
awareness of the complaint process and the role of regulators and SROs. Inquiries con 
200,000 





Officers also try to educate investors to help them avoid falling victim to investment 
fraud and will, where appropriate, direct callers to other organizations and/or oe 


6 03/04 04/05 
resources for assistance. 


In response to comments about the complaint-handling process, we have worked ‘va 
with the Investment Dealers Association, Mutual Fund Dealers Association and 

Ombudsman for Banking Services and Investments to develop and implement Disposition of 96 online TIPS 
recommendations to make the complaint-handling process for the securities 
industry more comprehensible and accessible. Together with the self regulatory 
organizations, we are more focused on making investors aware of the options for 
dealing with their complaints and concerns, including available redress mechanisms. 





Efforts are continuing on targeted improvements to the complaint-handling process 5A 

to achieve a more effective system. 

To enhance consultations, the OSC established the Investor Advisory Committee 

(IAC) in November 2005. Its objective is to help address issues affecting investors 

and ensure that their views are accessible to the Commission. IAC members were forwarded to Enforcement Branch 
Redaaciworinaini: lad a Al nice d handled by Contact Centre staff 

selected on the basis of their knowledge of investment and securities issues an Ln Leer Se 


experience representing retail investors. 


Rule Changes to Protect Investors 


Progress was also made in the development of rules to enhance investor 
protection. For example, we are working with the CSA on a proposed rule that 
would impose a minimum, consistent standard of governance for all publicly 
offered investment funds. Proposed National Instrument 81-107 Independent 
Review Committee for Investment Funds would require every investment fund that n the 2006-( 

is a reporting issuer to have an independent review committee to oversee potential to improve our under 
conflicts of interest faced by the fund manager in the operation of the fund. It Is he needs and concerns « 
expected that a final rule will be published in mid-2006. through the new Investor 


Committee (IAC). A year-end 


Looking Ah 





In addition, the OSC is working with the CSA on an initiative to provide concise, 
understandable disclosure to investors in mutual funds at the point of sale. This Is 
part of a project to create a harmonized point-of-sale disclosure regime for mutual 


of the Chair and members of the 


IAC will 


funds and segregated funds. 


While we made progress in addressing the needs of retail investors, there is more 

work to do. We recognize the importance of consultation and the necessity to act 
upon what we hear from stakeholders. These are crucial aspects of our commitment 
to provide protection to investors and foster capital markets with integrity. 


e Collect the views 
IAC members on oppor 
Improve the IAC’'s operatio 
recommendations 
ing protection to 


For more information about OSC activities and initiatives related to provid oe 
investors, read the sections on Goal 1 (page six), Goal 3 (page 10) and Goal 4 (page 
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The CSA work plan for highly 
harmonized securities laws focuses 
on key areas that will provide the 
greatest benefit to market 
participants. 


Submissions to National Registration System 
(April 4, 2005 to March 31, 2006) 








5,000 - 

4,000 
3,000 
2,000 
1,000 
0 

Total Share 

Submissions Received 

by OSC 





Examples of cost-benefit analyses 
completed in 2005-06 for major 
initiatives to clearly identify costs and 
benefits for stakeholders. 


¢ Prospectus and Registration 
Exemptions 


¢ Registration Reform Project 
Business Trigger 


Regulatory Cooperation 


BM PROMOTE A HARMONIZED, SIMPLIFIED AND STRENGTHENED SECURITIES 
" REGULATORY FRAMEWORK FOR CANADA 


The OSC supports the Government of Ontario's goal to move towards a common 
regulator, a common set of securities laws and a single fee structure for Canada. 
To achieve this, the OSC promotes the development of a harmonized, simplified 
and strengthened securities regulatory framework. 


The OSC, together with the rest of the Canadian Securities Administrators (CSA), 

is working to develop and strengthen elements of the mutual reliance system to 
create more efficient one-stop shopping for issuers and registrants, to further 
harmonize securities laws and to streamline administrative practices. The CSA work 
plan for highly harmonized securities laws focuses on key areas that will provide 
the greatest benefit to market participants. For this reason, the CSA are targeting 
completion of national rules for registration, prospectus requirements, take-over 
and issuer bid obligations and insider reporting requirements. 


The CSA have also developed a package of legislative amendments for 
consideration by provincial and territorial governments to facilitate harmonization 
and streamlining of securities laws across Canada, remove obsolete or unnecessary 
requirements in securities statutes and enable regulators to further harmonize 
regulatory requirements in rules. 


Internal Controls 


The CSA‘s cooperative approach contributed to a number of key policy 
developments in 2005-06. Securities regulators are working toward a Canadian 
approach to improving the quality, reliability and transparency of internal controls 
over financial reporting. In March 2006, the CSA announced proposals (CSA 
Notice 52-313) that would require all publicly-traded companies to report on the 
effectiveness of their internal controls. The requirements would apply in all 
Canadian jurisdictions to all companies listed on the TSX and TSX Venture 
exchanges. The CSA intend to seek public comment on the proposal. 


Investment Funds 


On June 1, 2005, the CSA continuous disclosure rule for investment funds came 
into force. National Instrument 81-106 Investment Fund Continuous Disclosure 


There are currently 13 provincial and territorial securities commissions in Canada that regulate capital markets in their 
respective jurisdictions. How effective do you think these bodies are in working together to oversee securities 


regulations in the country? 





Wi Registrants 
Issuers 

" Gen Pop 

Inquiries Line 


Source: 2006 
OSC Stakeholder 





Very Effective Somewhat Effective Somewhat Ineffective Very Ineffective 








Satisfaction Survey 
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harmonizes and centralizes continuous disclosure obligations for all investment 
funds. It also introduces new types of disclosure such as management reports of 
fund performance and proxy voting records, policies and procedures. 


Prospectus and Registration Reform 


The National Registration System (NRS) was implemented on April 4, 2005, to CSA 
improve the current system through a mutual reliance process. This process will | 4 

reduce unnecessary duplication in the analysis of applications made in multiple 
jurisdictions or in subsequent jurisdictions. One benefit is that participants only 


» ‘ q ‘i (Wo cq 7 
deal with their principal regulator rather than multiple regulators. The impact of Mov Stal 
this benefit can be measured through submissions made under NRS through the participate 
National Registration Database. regulatory 
From April 4, 2005, to March 31, 2006, NRS received 4,187 submissions made for and 14 CSA 
sponsored individuals. These submissions resulted in 12,802 applications before Committees. 


regulators. In other words, on average, most NRS submissions went to three 
jurisdictions. As a result, registrants had two-thirds fewer contacts with securities 
regulators across the country. The OSC received 1,954 submissions and was the 
principal regulator in 1,470, or 75% of filings (see chart, page 10). 


The OSC also worked with the CSA to make progress in streamlining the short 
form prospectus system. National Instrument 44-101 Short Form Prospectus 
Distributions broadens access to the short form prospectus system to allow more 
issuers to benefit from the streamlined regime. The new rule, which came into 
effect on December 30, 2005, more fully integrates the disclosure systems for 
the primary and secondary markets. The changes are designed to allow Issuers to 
efficiently access the capital markets by depending increasingly on their existing 
continuous disclosure record. 





Until recently, prospectus and registration exemptions in Ontario were located 

in various local and national instruments as well as in the Securities Act and 
Regulation. National Instrument 45-106 Prospectus and Registration Exemptions, 
which came into force on September 14, 2005, rolled in over 50 exemptions from 
various sources, thereby replacing five local and national exemption instruments, 
47 exemptions in the Act and five exemptions in the Regulation. The resulting 
regime is part of a substantially more harmonized framework in Canada. 


These are just some highlights of a busy year. We will continue to work with our 
CSA colleagues to further harmonize, streamline and modernize the system of 
securities regulation in Canada. 


For more about the OSC’s regulatory priorities for the 2006-07 fiscal year, read the OSC 
Ea Statement of Priorities for Fiscal 2006-2007 in the ‘Governance & Accountability’ section of 


WWW.OSC.gOV.ON.Cd. 
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By cooperating with other regulators 
on enforcement activities, we help 
identify and close gaps in regulation 
that may be used to support illegal 
market abuses, which could pose 

a risk to Ontario investors. 


Enforcement Branch 
Assistance Requests from Foreign Regulators 


800 - 
700 
600 








03/04 04/05 05/06 


(Fiscal Year) 


International Cooperation 


WORK TO ACHIEVE APPROPRIATE REGULATORY INTEGRATION OF NORTH 
AMERICAN AND GLOBAL CAPITAL MARKETS 


Ontario's capital markets operate within an expanding global securities market 
that is undergoing rapid technological, structural and competitive changes. Market 
participants in Ontario participate in this global market. Corporations based in the 
province search for sources of capital around the world and individuals invest in 
securities offered on international markets. 


Increasingly, investors, public corporations and market intermediaries expect 
regulators worldwide to work together to foster the integrity of the global 
securities market and provide protection against misconduct. Indeed, weaknesses 
in foreign regulatory regimes can pose risks to Ontario's capital markets. 


The OSC actively participates in the development of international regulatory 
standards, which benefit market participants across Canada. Implementing 

global standards makes good sense because the process supports convergence in 
regulation, where appropriate, and thereby reduces regulatory burdens and the risk 
of regulatory arbitrage. By participating in and contributing to the policy-making 
activities of organizations such as the International Organization of Securities 
Commissions (l1OSCO), the OSC promotes harmonization and influences the 
development and implementation of international standards. The OSC also lends 
assistance to foreign regulators and cooperates with them, as appropriate, on 
enforcement matters of mutual concern. 


“It is now almost impossible to develop domestic standards in isolation, as foreign 
financial institutions spread across markets introducing new products, new 
technology and advance systems of corporate governance,” IOSCO Secretary 
General Philippe Richard said in a speech in Dubai in March 2006. 


The OSC is an ordinary (voting) member of |OSCO, whose members regulate 
more than 90% of the world’s securities markets, and is one of 30 signatories to 
IOSCO's Multilateral Memorandum of Understanding (MMOU). The MMOU aims 
to facilitate and reinforce international cooperation among regulators in 
enforcement matters. In addition, we actively participate in the Council of 
Securities Regulators of the Americas and the North American Securities 
Administrators Association. 


In your opinion, how effective is the cooperation between regulators in cross-border investigations? 





19% 
6% 
co | 
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Through IOSCO, we have made a commitment to improve the quality of information 
shared on enforcement matters internationally. We offer assistance to foreign 
regulators to ensure that borders do not become a shield for those who carry out 
unlawful activities in multiple jurisdictions. The majority of requests for assistance 
come from regulatory authorities in the United States, including the Securities and 3 @ 
Exchange Commission (SEC) (see chart, page 12). Securities regulators in Hong 

Kong, Panama and Malaysia also made several requests for assistance in 2005/06. Murti 
In addition, we assist other jurisdictions to overcome barriers that have made it 

difficult for them to provide substantive information necessary to effectively pursue 

investigations of market abuses. 


Benefits of Cooperation e) 


By cooperating with other regulators on enforcement activities, we help identify 
and close gaps in regulation that may be used to support illegal market abuses, mutus< 
which could pose a risk to Ontario investors. This is an international and integrated 
approach to providing protection to investors in Ontario. 


Senior Commission representatives participate on several key policy-making in 2005-0¢ 
committees of IOSCO. For example, the OSC is a member of |OSCO's Executive a 
Committee and Technical Committee. Commission staff participate in the five 

Technical Committee Standing Committees, whose initiatives have included the 

publication of reports regarding: the evolution of exchanges, the compliance 

function at market intermediaries and international disclosure principles for cross- 

border offerings and listings of debt securities by foreign issuers. These reports 

have been useful on a domestic level in policy initiatives and reviews of market 

participant policies and practices. 


The OSC has participated in a number of significant policy initiatives that have 

been implemented both domestically and internationally. Two key examples include 

lOSCO's Code of Conduct Fundamentals for Credit Rating Agencies (IOSCO Code) 

and Principles of Auditor Independence and the Role of Corporate Governance in 

Monitoring an Auditor's Independence (Auditor Principles). The OSC played a key 

role in the task forces that created, implemented and continue to monitor these 

two initiatives. The IOSCO Code was adopted by major credit rating agencies | 
worldwide, including one agency headquartered in Toronto. In Ontario, many of LOU! 
the principles described in the Auditor Principles were adopted in domestic policy 

initiatives relating to audit committees, auditor independence, and auditor 

oversight and international standard-setting. 





The technological and structural forces behind globalization demand that securities 
regulators cooperate to achieve the appropriate regulatory integration of global 
capital markets. By participating in the development and adoption of international 
regulatory standards, the OSC encourages a culture of cooperation among 
regulators as they work together to foster fair, efficient and harmonized markets 


around the world. © \We 


| aw For more information about the OSC's international activities, see the International Affairs section during a 


of Www.OSC.gov.on.ca, 


a 
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Given our mandate and funding 
structure, stakeholders expect us 


to operate at the highest levels of 


efficiency and service. We hold 
ourselves to the same standard. 


ZS 31/6 


The projected reduction 
in total participation and 
activity Tee revenues in the 
new OSC fee schedules. 


Participation fees for 
smaller registrants are 
projected to decrease by 


AWE NOS 


under the new OSC 
fee rules. 


Accountability 


As the OSC carries out its mandate, the organization strives to deliver regulatory 
services in an efficient, businesslike manner. Commissioners and OSC employees 
are expected to maintain the highest standards of conduct and to deal fairly and 
openly with all stakeholders. Such a commitment is essential for supporting and 
promoting a more flexible and accountable organization within rapidly changing 
capital markets. 


Accountability 


The OSC's role and responsibilities are set out in the Securities Act. The Act 
outlines a number of principles to which the Commission must have regard as it 
pursues the purposes of the legislation, such as the requirement for timely, open 
and efficient administration and enforcement of the Act. 


The Act requires the Commission to enter into a memorandum of understanding 
(MOU) every five years with the Minister responsible for securities regulation. The 
MOU sets out, among other things, the respective roles and responsibilities of the 
Minister and the OSC Chair, the accountability relationship between the 
Commission and the Minister and various reporting requirements. 


Under the current MOU, dated May 26, 2003, the Commission must deliver an 
annual business plan and annual report to the Minister. The annual report shall 
include audited financial statements, a description of performance achieved 
against the objectives and targets set out in the business plan, and a description 
of the Commission's corporate governance structure. On December 15, 2005, the 
Act was amended to empower a standing or select committee of the Assembly 
to review the OSC annual report, after it is tabled, and to report its opinions 

and recommendations to the Assembly. 


Efficiency 


As an independent regulatory agency, it is incumbent upon us to use the fees paid 
by market participants efficiently. The OSC is funded by fees paid by capital market 
participants and under the current fee model we adjust fees every three years to 
ensure they fairly represent operational costs. Any surpluses in one three-year 
period are taken into account in setting fees for the following three-year cycle. 


Would you agree or disagree that the OSC is flexible and accountable in fulfilling its mandate? 


me 14% 








Registrants 
Issuers 


® Inquiries Line 


(+) 
17% fae, 16% 
9% Source: 2006 OSC Stakeholder 
J Satisfaction Survey 








Strongly Agree Somewhat Agree 


Somewhat Disagree Strongly Disagree 
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In March 2006, the Minister approved new fee rules that are projected to reduce 
total activity and participation fee revenues by 25.5%. As a result, most market 


participants will see a decrease, though some will experience increases that better O/ 

reflect the cost of services. We were able to reduce fees by applying our forecast O 1 

accumulated surplus for the current three-year period. The fee rules came into . 

force on April 1, 2006. The overall reductions are in addition to the nearly $15 

million in surplus fees that was rebated to market participants in 2005. $3 5 O/, 
ine, 


In developing the revised fees we were able to address concerns about fee levels, 

especially for smaller market participants. Participation fees for smaller registrants 
with revenues below $3 million (over 80% of registrants) will decrease by 20% beh 
to 50%. rule-MakKING 


Given our mandate and funding structure, stakeholders expect us to operate 

at the highest levels of efficiency and service. We hold ourselves to the same 
standard. As an organization, in addition to the measures set out in this report, 
we have key measures that reflect external customer service targets for all 
program areas. Tracked quarterly, these measures are used as a barometer of our 
overall performance in serving our constituents. In 2005-06, we met or exceeded 
70% of those standards. Efforts are underway to implement changes in areas 
where we did not meet our service standards. For example, we want to shorten 
the average response time to e-mail inquiries to our Contact Centre. 


(Score) 


In addition, we monitor the percentage of OSC projects on track and the 
milestones achieved for high priority rule-making initiatives. This reflects our 
project management effectiveness and ability to deliver against deadlines. Our 
target was to have more than 90% of projects on track — the 2005-06 result 
was 85%. 





03/04 04/05 
Flexibility a. 
Since 2000, we have commissioned biennial Stakeholder Satisfaction Surveys Tarek 
to measure our effectiveness in fulfilling our mandate and providing services to 
stakeholders. The 2006 survey says 72% of registrants, 76% of reporting issuers 
and 67% of Inquiries Line Users agreed the OSC was “flexible and accountable 
in fulfilling its mandate” (see charts, page 14). More broadly, 53% of registrants, 

56% of reporting issuers, 49% of Inquiries Line Users and 40% of the general 
public strongly agreed that the OSC is a “fair, balanced and effective regulator.” 
~ (This question was not asked in previous surveys.) 


Our goal is to ensure that the OSC conducts itself as an efficient, accountable and 
flexible organization. Moreover, we must continuously monitor and improve the 
effectiveness of our operations and be innovative and cost-efficient in carrying out 
our mandate. 


Read the OSC Statement of Priorities for Fiscal 2006-2007 and a report on our progress against . 
ca the priorities for 2005/06 located on the accountability page of the ‘Governance & Accountability 


section of Www.OSC.gov.on.ca. 
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STRUCTURE 


OSC Chair David Wilson and Executive Director and 
Chief Administrative Officer Peggy Dowdall-Logie. 


The OSC endeavours to conduct 
itself as an efficient, accountable 
and flexible regulator that treats 
all of its stakeholders with respect 
and fairness. 


The structure of the OSC is comprised of two distinct areas: the Commission 
and the staff. One of the functions of the Commission is to serve as a Board 
of Directors, overseeing the management of the organization's financial and 
other affairs (see Commission section, page four). OSC staff are responsible for 
performing duties to enable the OSC to effectively and efficiently carry out its 
dual mandate to provide protection to investors from unfair, improper or 
fraudulent practices and to foster fair and efficient capital markets and 
confidence in their integrity. 


The OSC is organized into Branches and Offices, including four operational 
Branches: Capital Markets, Corporate Finance, Enforcement and Investment 

Funds. The remaining Branches and Offices are the Office of the Chief Accountant, 
General Counsel's Office, Office of the Chief Economist, Office of the Secretary, 
Communications & Public Affairs, Corporate Services, Policy and Project Office and 
Human Resources. 


Under a new “matrix” reporting structure, introduced in 2006, certain Directors 
report to both the Chair and the Executive Director (see organizational chart 

on page 17). The organizational chart indicates that the responsibilities and 
accountabilities with respect to the reporting line to the Chair include policy 
decisions, policy development, enforcement case assessment and activation and 
strategic direction. The responsibilities and accountabilities with respect to the 
reporting line to the Executive Director include policy implementation, enforcement 
case execution, project execution and tactical direction. 


According to the Securities Act, the OSC Chair serves as both the Chief Executive 
Officer of the organization and Chair of the Commission. The Executive Director 
performs the role of Chief Administrative Officer of the Commission, as defined 
in the Act, reporting to the Chair. Together with the two Vice-Chairs, the Chair 
and Executive Director also sit on the OSC Executive Committee. 


On June 26, 2006, Peggy Dowdall-Logie joined the OSC as Executive Director 

and Chief Administrative Officer. Ms. Dowdall-Logie possesses an LL.B. and has 

20 years experience in the financial services, regulatory and professional consulting 
sectors, with particular expertise in operations management. Her management 
experience includes strategic planning, regulatory compliance, operations, 
information technology and risk management. 


The OSC endeavours to conduct itself as an efficient, accountable and flexible 
regulator that treats all of its stakeholders with respect and fairness. As an 
organization, we will continue to strive to improve our service to investors, 
reporting issuers, registrants and other stakeholders. 
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Matrix Reporting Organization 2006 


Chair 





David Wilson 
416-593-8203 








a || 
Vice-Chair 
Paul Moore w aan 
416-593-8207 Wolburgh Jenah 


416-593-8245 


Secretary to the 
Commission | 





John Stevenson 
416-593-8145 











Executive 
Director | 





Peggy 
Dowdall-Logie 


416-593-8208 


























BY iste ne) g Director : 


Director 





Communications Director (Gold ole) e-} t= Investme 

& Public Affairs Capital Markets mlareyara= General Counsel 

Wendy Dey Randee Pavalow Margo Paul * Monica Kowal Susan Silma Michael Wat 
416-593-8120 416-593-8257 416-593-8136 416-593-3653 416-593-2302 416-593-815 








Director Senior Manager 





Chief Human Corporate Policy. & Project’, 
Chief Economist Resources Officer Nylavilacts Office 
Randall Poey Jacqueline Clayton Ken Gibson Tula Alexopoulos 
416-593-8072 416-593-2399 416-593-8185 416-593-8084 


¥%& Responsibilities and accountabilities with respect to the reporting line to the Chair include policy decisions policy 
enforcement case assessment and activation, and strategic direction. 


Ww Responsibilities and accountabilities with respect to the reporting line to the Executive Dire 
enforcement case execution, project execution, resources (human, tec hnology, budget, 


WA For a more detailed organizational chart, see the ‘Governance & Accountability’ page of www.0osc.gov.on.ca 
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EXECUTIVE MANAGEMENT TEAM 


Capital Markets 


The Capital Markets Branch administers the regulatory framework for intermediaries, markets and self-regulatory 
organizations. Its Registrant Regulation team administers requirements for trading or advising in Ontario. 
Compliance staff review fund managers, advisers and other market participants to ensure compliance with 
securities laws. Market Regulation staff oversee exchanges, other markets, clearing agencies and SROs. 









Randee Pavalow 
Director, 
Capital Markets 


Corporate Finance 


The Corporate Finance Branch administers the regulation of public companies and leads issuer-related policy 
initiatives. Staff oversee public offerings of securities through a review of prospectuses, and the ongoing 
dissemination of information by reporting issuers through a review of continuous disclosure documents. Staff 
also monitor compliance with securities laws in takeover bids and mergers and acquisitions. 


Margo Pa 
Director, 
Corporate Finance 


Investment Funds 


The Investment Funds Branch administers the regulatory framework for investment funds through prospectus 
reviews and exemption applications. The Branch oversees the offering of conventional mutual funds, exchange- 
traded funds, labour sponsored funds, structured products, scholarship plans and other investment funds. Staff 
also develop new rules and policies to adapt to the changing environment in the investment fund industry. 





Director, 
Investment Funds 


Enforcement 


The Enforcement Branch endeavours to ensure that Ontario securities laws are upheld through fair and 
effective enforcement. Surveillance and Case Assessment Teams generate and evaluate information and refer 
matters involving potential serious breaches of Ontario securities laws to Investigations. Litigation will analyze 
recommendations and, if appropriate, initiate and conduct proceedings. 





Michael Watson 
Director, 
Enforcement 


Communications & Public Affairs 


The Communications Branch provides strategic advice and counsel to the Chair's Office and Commission 
branches to ensure that all OSC stakeholders are kept well informed of Commission activities and policies. 
Communications responsibilities also include management of media relations and issues, executive speeches, 
investor communications, public inquiries and complaints, publications and the OSC website. 





Wendy Dey 
Director, 
Communications & 
Public Affairs 


General Counsel's Office 


The General Counsel's Office is an in-house legal and policy resource, providing senior legal advice and 
assistance on operational, transactional and regulatory issues to the Executive Committee, Commission and 


staff. The GCO also leads policy projects — including legislative reform — and Supports the branches in the 
policy development process. 





Monica Kowal 
General Counsel 
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Office of the Chief Accountant 


The Chief Accountant advises the Chair, the Commission, staff and market participants on financial reporting 
auditing and related policy issues. The Chief Accountant also oversees the Commission's relationships with t! 
accounting profession, national and international accounting and auditing standards-setting bodies and the 
Canadian Public Accountability Board. 


Office of the Chief Economist 


The Office of the Chief Economist works with OSC staff and external stakeholders to prepare cost-benefit 
analyses of significant policy projects, designed to help the Commission select the most appropriate course of 
action. It also provides analytical support to the Commission and staff and conducts fundamental research ¢ 
capital markets. 


Corporate Services 


The Corporate Services Branch builds and maintains the core internal systems and infrastructure necessary fo 
OSC staff to work effectively and efficiently. The Branch’s areas of responsibility include information 
technology, finance and accounting, business planning and reporting, knowledge management, records, the 
Commission library and office and administrative services. 


Office of the Secretary 


Reporting directly to the Chair, the Office of the Secretary to the Commission is responsible for ensuring t 
fair, impartial and efficient operation of the Commission’s administrative proceedings, reviews and appeals 
providing corporate secretarial support to the Commission's Board, and administering the Commission's pol 
agenda and request for comments procedures. 


Policy and Project Office 


The Policy and Project Office manages the Commission's relationship with government and other CSA 
jurisdictions, provides strategic and policy advice to advance OSC priorities, provides project managemen' 
expertise in the policy development process, reviews all rules and policies to ensure appropriate authority and 
consistency and provides drafting support for rules and policies. 


Human Resources 


The Human Resources team provides leadership, guidance and service In the areas of recruitment and 
selection, employee relations, job evaluation, compensation, payroll, benefits and pension administration and 
disability management. The HR team works strategically with the Senior Management Team in identifying anc 


responding to the OSC’s changing needs. 


{ 


Annual Report 2006 ONTARIO SECURI'! 














MANAGEMENT'S DISCUSSION AND ANALYSIS 


Dated May 30, 2006 


The financial statements present the results of the Ontario Securities Commission (OSC) for the year ended March 31, 20S with 2005 
comparatives and accompanying notes. Unless otherwise specified, references to years, for example 2005, refer to the fiscal years of 
the OSC ended March 31. The following comments analyze the factors which affected the OSC’s operations during 2006, as well as 
the factors that reasonably may be expected to affect future operations and financial results. 


This document should be read in conjunction with the financial statements. Certain statements included in this annual report are 
forward looking and are subject to important risks and uncertainties. The results or events forecast In these statements may differ 
materially from actual results or events. Factors which could cause results or events to differ from current expectations are described in 
the risks and uncertainties section. Readers should note that some assumptions, although reasonable at the time of publication, are 
not guarantees of future performance. 


Overview 


The Ontario Securities Commission is a corporation without share capital. The OSC functions as an independent regulatory agency 
and administrative tribunal responsible for overseeing the securities industry in Ontario. As a Crown corporation, the OSC Is exempt 
from income taxes. The OSC’s operations are funded through fees paid by securities market participants. Employee compensation and 
occupancy costs account for 81.1% (2005 — 78.4%) of OSC expenses. 


The Securities Act requires the OSC to complete a Memorandum of Understanding with the responsible Minister to outline the 
ongoing roles, responsibilities and accountability relationships between the two parties. The OSC and the Minister of Finance signed a 
Memorandum of Understanding in May 2004. This Memorandum of Understanding was affirmed on November 3, 2005 by the new 
Minister responsible for the OSC. 


The OSC maintains accounting and internal control systems to provide reasonable assurance that its financial information is complete, 
reliable and accurate and that its assets are adequately protected. The Board of Directors, in conjunction with the Audit and Finance 
Committee, has an oversight role to ensure the integrity of the reported information. 


OSC Fees 


The OSC fee schedule is designed to generate fees that reflect the OSC’s cost of providing services to market participants. The OSC 
sets fee levels every three years. The new fee schedule became effective April 1, 2006. Fee levels are adjusted to offset accumulated 
deficits or surpluses. The fee schedule requires the payment of “activity fees” and “participation fees”. 


Activity fees are designed to represent the direct cost of OSC staff resources used in undertaking certain activities requested of staff by 
market participants. Activity fees are charged for a limited number of activities only and are flat rates based on the average cost to the 
OSC of providing the service. 


Participation fee levels are based on the cost of a broad range of regulatory services that cannot be practically or easily attributed to 
individual activities or entities and are intended to serve as a proxy for the market participant's use of the Ontario capital markets. 
Participation fee levels are set using a tiered structure. As the market size of a market participant increases, they move through various 
tiers which have increasingly higher fees. The breadth of the tiers is set sufficiently wide to minimize movement through tiers due to 
market fluctuations. This tiered design reduces volatility in OSC revenues due to market changes. 


The Securities Act states that, when ordered to do so by the responsible Minister, the OSC shall pay into the Consolidated Revenue 
Fund such of its surplus funds as determined by the Minister. The Minister has confirmed that the OSC is not required to remit its 
surpluses subject to appropriate terms and conditions to be agreed with the Ministry. The OSC has committed to re-evaluate its fee 
levels every three years and to take into account any accumulated surplus in setting fees for the ensuing period. Any deficits will be 
funded either through surpluses previously generated or that may be generated in the future, or from the OSC's reserve. 
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Analysis of Operating Results 
2006 Actual versus 2006 Budget 








(Thousands) 2006 2006 

Actual Budget 
Revenues $ 83,050 $ 67,062 
Expenses $ 65,823 $ 66,963 
Excess of Revenue enle227, = ae $ 99 





Capital Expenditures $ 2,439 $ 2,989 


Excess of Revenue over Expenses 





Our budget was for an excess of revenue over expenses of $99K in 2006. Our actual excess was $17.2 million. Ri 
million higher than budget primarily due to higher than expected participation fees ($13.2 million) and the retur 
of $964K of the contribution made in 2005 to be used for improving the System for Electronic Disclosure by Insid 
not leading this phase of the enhancements. 











Revenues 

% of Total 2006 2006 % 
(Thousands) Fees Actual | _ Budget _ Change Change 
Participation fees 82.2 $ 65,759 $ 527562 fess fOy PD seei 
Activity fees iS 32 1227, 11,566 561 4.9 
Late fees 2G 27093 1,500 Bos 39.5 
Total fees 100.0 79,978 65,628 14,350 21.9 
Investment income We72 1,339 533 39.8 
Miscellaneous 1,200 95 1.105 Teese 
Total revenues $ 83,050 $ 67,062 $ 15,988 ee 


Certain columns in this and subsequent tables may not total due to rounding. 


Figure 1 shows the sources of OSC fees: 


Participation fees are the largest revenue source, accounting 

Figure 1 — OSC Fees by Type | for 82.2% of fees. Actual fees earned exceeded budget | 

Issuer participation fees were $7.9 million above plan. W 

to decline by about $10.4 million due to the elimination of 1! 
impact from the introduction of NI 51-102 Continuous 

(NI 51-102). The expected reduction in fees did not 0 

revenue increases generated by higher than expected grow 

and the market capitalization of issuers. Registrant participatio 

$5.2 million above plan. The increase was due to growth in registra 
revenues which generates higher participation fees. 





2.6% 


Activity fees accounted for 15.2% of total fees. Issuer activity fees were $204 
over plan due to higher than expected fees from private placements These 
were partially offset by a lower than expected volume of filings for relief and 
filings of preliminary and/or final prospectuses. Registrant activity fees were 
$355K over plan due to higher than expected registrations of directors, officers 
™® Participation fees and salespersons. 


Hi Activity fees 
® Late fees 
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Late fees accounted for 2.6% of fees and were greater than planned by $593K, or 39.5%. The variance occurred because: 


¢ filing of interim and annual statements ($146K) and issuer participation fees ($140K) were greater than plan because NI 51-102 
accelerated the filing deadline for issuers and more issuers than expected missed the deadline. 


* filing of notices of changes for Registrants were $174K greater than plan due to the volume of activity. 


Investment income generated by deposits and other investments was $533K or 40% above plan. The positive variance occurred 
due to slightly higher interest rates combined with higher than expected cash balances. Interest on cash balances generated $926K 
(2005 — $715K). These balances earn interest at a rate of 1.75% below the prime rate or 0.25% below bankers’ acceptances. 
Investments in short and mid term instruments with the Ontario Financing Authority generated $946K (2005 — $820k). The 
average rate of return on these instruments was 2.96% which was 39 basis points higher than in 2005. 


Miscellaneous revenues were $1.2 million versus a budget of $95K. The variance was due to the return by CDS of $964K of the 
contribution made in 2005 to be used for improving SEDI as CDS is not leading this phase of the enhancements. 





Expenses 

2006 2006 % 
(Thousands) | Actual Budget —=—=—=—~— Change Change 
Salaries and benefits $ 48,871 $ 48,901 $ (30) — 0.1 
Administrative 5,263 4 966 297 6.0 
Occupancy 4570 4,748 (178) —3.8 
Professional services Bees, 4,329 (502) —11.6 
Amortization 2,329 2,679 (350) — 13.1 
Other —_ 963 1,340 (77) et 
Total expenses $ 65,823 $ 66,963 $ (1,140) Seley 











Salaries and benefits spending were on budget. Savings due to vacancies and delays in hiring were offset by higher than expected 
costs for severance. The OSC conducted a detailed job evaluation and compensation review in 2006. The salary adjustments arising 
from the results of this process also exceeded the budget. The OSC public salary disclosure (calendar 2005) is available on the Ontario 
Government website: www.gov.on.ca. 


Administrative costs were $297K over budget. Commission expenses were $338K higher than budgeted. This reflected higher than 
expected governance and policy related activities by commissioners as well as the impact of changes to the per diems for part-time 
Commissioners. Training was lower by 27% or $207K as planned activities were deferred due to other workload priorities. Actual 
recruitment costs ($135K) were 50% below budget due to the use of lower cost recruiting alternatives. 


Occupancy costs were lower due to reduced maintenance costs and lower than expected security monitoring costs. 
Amortization costs were $350K under budget due to unplanned asset disposals and a revision to the budget calculation. 


Professional services costs were 11.6% under budget. Spending on enforcement related matters was $924K or 60.6% higher than 
expected due to higher than expected activity on various high profile cases. A total of $684K in professional services costs related to 
enforcement were recovered from various matters that were settled during the year. Other professional services spending was $952K 
or 32% lower than planned because of delays in internal audit activities, deferred information technology initiatives and slower than 
expected progress on various projects. In other cases such as knowledge management, internal resources were used, reducing the 
cost of consulting services. 


Other expenses were lower by 28.1% or $377K. Certain travel either came in under budget or did not take place. International 
Organization of Securities Commissions (IOSCO) related travel was lower. As well, costs for compliance staff travel within the province 
were lower as staff efforts were more focused in the GTA than planned. 
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2006 Actual versus 2005 Actual 








2006 2005 
(Thousands) ; Actual ; Actual 
Revenues $ 83,050 $ 65,755 
Expenses : $ 65,823 $ 61,629 
Excess of Revenue eae $ 4,126 





Excess of Revenue over Expenses 


The excess of revenue over expenses for 2006 was $17.2 million (2005 — $4.1 million) up $13.1 million fro 
primarily from the $14.9 million fee rebate that was recorded in 2005, partially offset by higher expense 
salaries and benefits. Revenues and expenses are discussed in more detail below. 











Revenues 
% of Total 2006 2005 
(Thousands) Fees Actual Actual Change 
Participation fees 82.2 $765,758 $ 64,009 $ 1,749 
Activity fees 15.2 127127 12,436 (309) 
Late fees 26 2,093 7 20008 _ 93 
Total fees 100.0 TSE SMES: 78,445 oss 
Rebate of fees (14,935) 14,935 
Investment income 1,872 ‘eee Bley Boek 
Miscellaneous = = : 1,200 nA 489 68.8 
Total revenues $ 83,050 MS Sys pe eo aeee 8 26 








Revenues for the year were $83.1 million, up $17.3 million from 2005. The increase primarily reflects the $14.9 mi 
that was recorded in 2005. The balance of the variance is related to the following: 


Participation fees for registrants were higher due to a 22% growth in registrants’ revenues. Issuer participation | 
because the implementation of NI 51-102 in April 2004 resulted in higher participation fee revenue in 
fees twice during the year. 


Activity fees were lower by $309K reflecting a lower level of prospectuses filed as well as lower \ 
fee categories. 


Late fees for late SEDI filings generated $944K or 45.1% of total late fees. In 2005, late fees for late 
$1.1 million or 56.3% of total late fees. 


Investment income was higher related to the higher cash balances and interest rates. Interest on cash Dalal 
$926K (2005 — $715K). Investments in short and mid term instruments with the Ontario Financing Auth: 
(2005 — $820K). The average rate of return on these instruments was 2.96% which was 39 basis points 


Miscellaneous revenue was greater related to the net effect of the $964K returned to the OSC by CDS (repre 


of the contribution the OSC made to CDS for SEDI improvements) less $456K recovered last year trom the 
financiers for their portion of the National Registration Database (NRD), recorded last year. 
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Expenses 








% of Total % 
(Thousands) Expenses 2006 2005 Change Change 
Salaries and benefits (ED) $ 48,871 $ 44,287 $ 4584 10.4 
Administrative 8.0 52638 5,648 (385) -6.8 5 
Occupancy 6.9 4,570 4,037 533 eR 
Professional services Se) BOLT Gh aay: 595 18.4 
Amortization 55) 2,329 8) AS) (938) — 28.7 
Other iS = 263 Palins (195) —- 16.8 
Total expenses 100.0 $965,623 Sa O1j029 $ 4,194 6.8 











Total expenses for 2006 (Figure 2) increased 6.8% to $65.8 million (2005 — $61.6 million). 


a 


The key contributors to the expenditure increase were as follows: 


leh 2 SOCIO eS SN IN| Salaries and Benefits costs increased by 10.4% to $48.9 million 


| 

| 

| (2005 — $44.3 million) and accounted for 74.2% (2005 — 71.9%) of total 
| OSC expenses. Key contributors to this increase were the impact of job 

| evaluation and other annual salary adjustments ($1.9 million), higher 

| costs for bonuses ($362K) and severance costs ($1.1 million). The full year 
| cost impact of staff hired during the year in 2005 also contributed to the 
| increase. Because we operate in a competitive environment for 
| 

| 

| 

| 

| 

| 





professional talent, our compensation system includes performance-based 
incentives. These incentives represented 8.8% of our total salaries and 
benefits costs. 


74.2% 


Administrative costs accounted for 8.0% (2005 — 9.2%) of the OSC’s 
total expenses. Expenditures on administrative costs decreased by 6.8% 
to $5.3 million (2005 — $5.6 million). Spending for training declined by 
16.9% to $550K (2005 — $662K). Commission related expenses rose 
Poteet te ae srontestion 43.5% to $1.1 million (2005 = EIN The Iniakerss is due to e greater 
Bl ccaecne WH other | volume of governance and policy related activities by commissioners 
Ps and an increase in per diems for part-time commissioners. The number of 
matters before the Commission increased by 9.7% to 34 (2005 — 31). The 
number of hearing days decreased 18.3% to 67 (2005 — 82). Communications costs were 11.4% higher at $1.4 million (2005 — $1.2 
million). Key contributors to this increase were higher costs for Investor Communication initiatives and Enforcement related printing. 


Salaries and benefits BB Professional services 


Occupancy costs accounted for 6.9% (2005 — 6.6%) of the OSC's total expenses. Expenditures on occupancy increased $533K or 
13.2% to $4.6 million. The increase reflected the impact of higher lease costs and the acquisition of additional space late in 2005 to 
accommodate staff growth. 


Professional Services costs increased 18.4% from $3.2 million to $3.8 million and accounted for 5.8% (2005 — 5.2%) Of the,OSGs 
total expenses. 





($ Millions) 2006 2005 
Actual costs A'S 35 
Less recoveries of costs _ _ Oe ~03 
Net Professional Services 3.8 32 
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The increase in actual costs related to increased enforcement work. Approximately $1.8 million in net 
enforcement-related matters including the use of external legal and forensic accounting resource: 


Sana 
The OSC is a member of the Canadian Securities Administrators (CSA), which is a forum of provincial sex 
spending on shared projects was $1.9 million in 2006 (2005 - $1.9 million), of which the OSC contribut 
Professional services include costs to operate CSA offices (allocated on a formula basis) as well as our 
professional services costs incurred on joint CSA projects. 


A central secretariat co-ordinates all CSA projects, including the development of harmonized securiti 
systems office manages the CSA‘s business relationships with third party technology providers. In ; 
(2005 — $175K) to the cost of the CSA Secretariat and $211K (2005 — $208K) to the cost of the systen 


Key initiatives funded through this process included: 


Investor education initiatives $ 230K 
Uniform securities transfer legislation $ 144K 
National Registration System $ 122K 
National cease trade order system $ 106K 
Joint Forum initiatives $ 100K 


Amortization costs accounted for about 3.5% (2005 — 5.3%) of the OSC's total expenses. Amortizati 
$2.3 million (2005 — $3.3 million) due to the fact that the leasehold improvements related to the major re 
before 2003 are completely amortized. 


Other expenses, which reflect travel and related expenses, declined by $195K or 16.8% to $963K million 
accounted for 1.5% (2005 — 1.9%) of the OSC’s total expenses. Less travel to support our internation 
compliance staff travel within the province and other planned travel that did not take place due to other pric 
sources of this decrease. 


Liquidity and Financial Position 

Liquidity 

The OSC has sufficient liquidity to finance its operations and capital purchases. Our cash position in 
in 2006. Cash flows from operations were $21.6 million. Purchases of capital assets used $2.4 


As at March 31, 2006, the OSC held $55.9 million (2005 — $36.6 million) in cash, had current 
million) and current liabilities of $10.1 million (2005 — $8.4 million) for a current ratio of 5.7:1 


increased by $17.2 million, reflecting our excess of revenues over expenses. The fee schedule ior | 
generate deficits over the period in order to draw down this surplus. This will reduce ake 


Reserve 


Our fee structure has reduced the potential for significant fluctuations in revenues arising trom market vo 
remains a source of risk for the OSC as all revenues are still correlated to market activity to some extent 

the OSC has a $20 million reserve as an operating contingency for revenue shortfalls or unexpected expenses 
additional $12.0 million reserve that may only be used to offset costs incurred related to the proposed mera 
Financial Services Commission of Ontario. 


ent considera 


The rate of return on investments is low as the funds are invested in treasury bills. The prime investn emt 
is the protection of capital and the appropriate liquidity to meet unanticipated cash flow needs. The OSC record: 


by the reserve into general operations. 
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Accounts receivable 


Accounts receivable were essentially unchanged at $1.5 million. Outstanding late fees, which accounted for 13% of accounts 
receivable, decreased 44% to $521K (2005 — $936K) due to more active collection efforts and an increase in our allowance for 
doubtful accounts. Other key receivables are interest receivable $554K (2005 — $377K) and $128K from the Investor Education Fund 


(IEF) (2005 — $120k). 
Designated settlements 


In 2006, the OSC approved $2.2 million in designated settlements arising from enforcement proceedings. Funds that are received as a 
result of settlements may, under the terms of the settlement, be designated to or for the benefit of third parties such as the IEF which 
the Commission established five years ago. Funds that are not designated at the time of the settlement are paid to the Consolidated 
Revenue Fund of the Government of Ontario. The IEF’s objectives are to increase knowledge and awareness among investors and 
potential investors and to support research and develop programs and partnerships which promote investor education. A Board of 
Directors governs the IEF and is responsible for developing criteria for, and approving, the disbursement of funds. 


The OSC currently holds $4.7 million in designated settlements. Amendments to the Securities Act in December 2004 removed the 
requirement for Ministerial approval of allocations of designated settlement funds. The Minister retained the right to impose 
guidelines for the allocation process. The OSC will continue to seek Ministerial approval for designated settlements exceeding 

$1 million approved prior to the amendment. The OSC is currently seeking Ministerial approval to transfer $1.9 million of these 
designated settlement balances to third parties. 


Funds in trust, CSA 


Since 2005, the Commission has received $8.6 million from the operator of the System for Electronic Document Analysis and Retrieval 
(SEDAR), representing the accumulated surplus from the operations of SEDAR from its inception. Interest earned on these funds in 
2006 was $204K. These funds are held by the Commission in accordance with agreements amongst the Commission, the Alberta 
Securities Commission, the British Columbia Securities Commission and L'Autorité des marchés financiers, and shall be used towards 
one or more of the following actions: 


e development or enhancement of SEDAR; 
¢ development or enhancement of the System of Electronic Disclosure by Insiders (SEDI); 
* to permit a reduction in the SEDAR fee schedule; 
¢ for application towards a previous year’s shortfall. 
Capital expenditures 


Capital expenditures during 2006 included: 

















(Thousands) _ 2006 _ 2005  $% Change 
Furniture and Equipment $ Bee $ 191 94.8 
PC's, Laptops and other IT equipment 1,148 1,388 li7e3 
Leaseholds and other capital items Se 7 473 _ 94.3 
Total $2439 poe O52 18.9 





Capital assets were essentially unchanged at $ 4.0 million. Capital expenditures of $2.4 million (2005 — $2.1 million) were made 
during 2006. About 47.1% of the purchases were technology related ($1.1 million), including equipment purchased for increased 
staff complement and replacement of computer equipment to ensure the currency of our technology base. Leasehold improvements 
for additions to and consolidation of our leased space accounted for 37.7% of capital spending and furniture and equipment 
accounted for the remainder. 
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Liabilities 
Accounts payable and accrued liabilities increased 17.6% to $9.9 million (2005 — $8.4 million). Key ac 
and severance ($1.3 million), vacations ($151K) and a $220K increase in our payroll accrual. General 


Other long term liabilities of $1.2 million (2005 — $1.1 million) represents future obligations relating to 
The unfunded supplemental pension plans had an accrued benefit obligation of $1.2 million (2005 
OSC's related expense for the year was $170K (2005 — $187K) and is included in Salaries and benefits 


Risks and Uncertainties 
Operational Risk 


The OSC has policies and processes to identify, manage and control operational risk. Key component 
include: 


* a Board of Directors responsible for sound corporate governance. 

* independent third party internal auditors who, through periodic, risk-based audits, are responsi 
risks are identified, assessing the appropriateness of our controls and recommending changes as re 

¢ a strong internal control environment which includes separation of duties between key functions 
authorization controls. 

¢ our Chief Economist group works with our program areas to develop risk-based solutions for the 

* we mitigate risk to our assets through insurance where practical and appropriate. 

¢ regular reviews of our systems security measures to monitor our controls and identify potential vulnerabil 
parties accessing our data. 


We also monitor and manage operational risk through activities such as business continuity planning 
to compliance. 


Business continuity 


The OSC has a Business Continuity Plan to ensure the continuation of critical regulatory services should 
disruption to its operations. Detailed business continuity plans are in place for each priority business 1 
documented recovery procedures including manual workarounds and mitigation strategies. Offsit 

in place and were successfully tested during 2006. We are currently finalizing our plan to incluck 
operations for various disruption scenarios (such as a pandemic) that could limit our access to OU 

for an extended period. 


Risk-based compliance 


Risk-based approaches are being used for disclosure review and compliance. Our Corporate Finan 
their risk-based screening procedures so that a substantial proportion of their review population rec 


assessment each year, while ensuring that they only invest our resources into a full review when it | 
477 reviews or 35% of Ontario-based reporting Issuers this year. 


1 1 i Why <i as | S2 = 1 t 
Our Investment Funds group recently initiated reviews of continuous disclosure filings made under NI &1-10 
Continuous Disclosure. As part of this process, staff is compiling a list of compliance issues, which vary depending 
of the fund reviewed, with a view to developing a risk-based process for these reviews. 


Enforcement also uses a risk-based approach to ensure cases that are brought forward are subject to consistent 
significant breaches of Ontario securities law, and give appropriate consideration to Commission priorities, 


Reputational Risk 


The OSC actively manages its reputational risk through Its governance practices, various policies and procedures ana by) 


conduct (Bylaw 2). The activities of our Communications branch and our offices of the General Counsel, Corpor 
Policies and Projects are key participants in managing our reputational risk. 


Annual Report 2006 ONTARIO 5 





People risk 

As a knowledge-based entity our ability to attract and retain people Is critical to our success. We track a range of measures 

(e.g., turnover, compensation surveys) to manage this risk. Turnover increased to 44 staff or 11.6% from 34 staff or 8.9% in 2005. 
Knowledge management is a key focus and we continue to pursue initiatives to Improve our ability to retain corporate memory and 
to ensure effective knowledge transfer. 


National approaches to securities regulation 


The implications of the ongoing national discussions on approaches to securities regulation in Canada are a source of uncertainty and 
could have a material impact on OSC operations. 


Reliance on CDS 


CDS operates a number of major systems on behalf of the CSA and the OSC. The NRD system was launched on March 31, 2003. The 
current operating agreement for the NRD expires March 2009. SEDI became fully operational in May 2003. The current operating 
agreement for SEDI runs until May 2010. 


CDS recovers its costs to operate these systems by charging user fees to filers. In 2006, 89.8% (2005 — 90%) of our fee revenue was 
collected through national systems: SEDAR (49.5%) and the NRD (40.3%). No material change is expected in the volume of fees 
collected through these systems. 


If CDS becomes unwilling or unable to operate one or all of these systems, the OSC and the CSA will need to ensure the continued 
operation of these systems as disruptions in processing our fees through these systems would materially affect our cash flows. 


2007 Outlook 


Our 2006/2007 Statement of Priorities sets out our priorities and proposed initiatives for the upcoming year. The document Is available 
at www.osc.gov.on.ca. The proposed 2006/2007 budget will allow us to move toward achievement of the following goals: 


e Provide fair, vigorous and timely enforcement 

e Take actions to better understand and address the needs of the retail investor 

e Promote a harmonized, simplified and strengthened securities regulatory framework for Canada 
¢ Work to achieve appropriate regulatory integration of North American and global capital markets 
¢ Support and promote a more flexible, efficient and accountable organization 


Our 2006/2007 budget reflects our plan to return surplus funds earned during the past three years to our stakeholders by way of 
reduced fees. As a result, we are projecting a deficit of $12.2 million in 2007. 


2007 Budget versus 2006 Actual 






































2006 2007 % 
(Thousands) _ = i Actual © _ Budget _ Change Change 
Revenues = 2 33,050) —$ 60,016 223,084) ee = 27,190 
Expenses ; 
OSC Operations 659752 LOPS Jal N52 3} 6.9% 
SEDI Modernization = 71 ooo 1,822 2566.2% 
Excess of Revenue re $ (12,152) $ (29,379). Me <.: 
Capital Expenditures $ 2,439 oo 1,284 Sess) —~47 4% 
Revenues 


In 2006, $83.0 million was earned in revenue. The OSC remains committed to ensuring that fees paid by issuers and registrants reflect 
the projected costs to regulate each group. Our new fee schedule became effective April 1, 2006. In setting the new activity fees we 


reviewed each service activity and its related cost. Participation fees were set at levels to generate a cumulative deficit equal to the 
forecast surplus collected from market participants as at March 31, 2006. 
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The chart below sets out the 3-year projections that were used in developing the new fees, as projected at Janua 
reflected management's best estimates at the time and is subject to material change. 











(Thousands) ___e 2006/2007. 2007/2008 ~=————2008/2009 
Opening Surplus $ 39,500 $927,500 $ 14,100 
SEDI Modernization Commitment ; 1,900 ~ ~ 

$ 41,400 $627,500 $ 14,100 
Projected Revenues 58,300 60,000 63,000 
Projected Expenses (70,300) (73,400) (77,000) 
Projected SEDI Modernization Costs Be e900) ee - 
Projected Surplus : SS IES OO. $ 14,100 $ 100 





The budget does not anticipate a material change in the level of market activity. Although our fee structure is designe: 
potential for significant fluctuations in revenues arising from market volatility, the potential for material market fluct 
world events is an ongoing source of risk that could have a negative impact on OSC revenues. OSC revenues are e 
$60.0 million or 27.7% lower in 2007. The revised fee schedule will affect stakeholders differently in order to better | 


services they receive and the benefits they derive from participating in Ontario's capital markets. 


Total participation fees paid by issuers are forecast to decline by 39.3%. Total participation fees paid by registrants are | 
by 5.1%. Total activity fees are projected to decline by 10.9%. Late fees are forecast to fall by 32.8%. Investment income is for 
to fall by $200K due to expected lower cash balances. 


Expenses 


Salaries and benefits costs are projected to rise 5.5% to $51.6 million (2006 — $48.8 million) accounting for 44% of the total bi 
increase. This increase reflects a decision to increase approved staffing by 3% from 412 to 424. The areas with the largest incre 
are compliance and enforcement. The rest of the increase is generated by annual performance related changes to salaries of current 


staff, additional bonus requirements arising from staff growth and the annualized impacts of various in-year staff changes and 
vacancies. 
Administrative costs are expected to rise by 18.9% or $994K. Staff training is projected to increase by $480K primarily due to plans 


to increase management training and the cost of the bi-annual Mutual Reliance Review System training with other | 
training enhances the consistency of review approaches used by staff across all CSA jurisdictions. Training was 
budget as planned activities were deferred due to other workload priorities. Other planned cost increases are 
($157K), recruitment expenses ($105K) and IT maintenance ($247k). 


Occupancy costs are projected to rise 14.4% to $5.2 million (2006 — $4.6 million) due to higher lease-related « 
Amortization costs are expected to decline 24.6% to $1.8 million for 2007 (2006 — $2.3 million) reflecting a 


Professional services costs are projected to rise 18.6% to $4.5 million for 2007 (2006 — $3.8 million). Our as 
CSA shared projects is expected to rise by $385K. The budget includes a stakeholder survey ($100K) and $519 pri 


contingency costs and potential freedom of information policy work. These increases will be partially offset by a 
external consultant costs for enforcement litigation activity. 


Other expenses are forecast to increase 33.5% to $1.3 million (2006 — $1.0 million). Increased travel costs for various CSA Initiat! 
(e.g., Highly Harmonized Securities Legislation) and |OSCO related travel are the key sources of the increase. Higher costs are a 
expected due to a return to traditional compliance field work in Capital Markets involving travel throughout Ontario 


Capital expenditures are budgeted at $1.3 million, 47.4% lower than the $2.4 million spent in 2006. Minor renovations for new sta 


will require spending for leasehold improvements ($50K) and related furniture ($50K). Information technology-related capita 


expenditures in 2007 will remain virtually unchanged at $1.2 million. 
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MANAGEMENT'S RESPONSIBILITY 


Management is responsible for the integrity of the financial statements and other information presented in the annual 
report. The financial statements have been prepared by management in accordance with Canadian generally accepted 
accounting principles. 

The Ontario Securities Commission is committed to full and open disclosure of its operations and maintains a system of 
internal controls designed to provide reasonable assurance that reliable financial information Is available on a timely basis. 
The preparation of financial statements involves the use of estimates based on management's judgement on transactions 


which will conclude in future periods. 


The Board of Directors ensures that management fulfills its responsibility for financial information and internal control. 
The financial statements have been reviewed by the Audit and Finance Committee and approved by the Board of Directors. 
The Auditor General's Report, which follows, outlines the scope of the Auditor’s examination and opinion. 


Jp 


David Wilson 
Chair and Chief Executive Officer 


May 12, 2006 


And Office of the Auditor General of Ontario 


Bureau du vérificateur général de l'Ontario 


AUDITOR'S REPORT 


To the Ontario Securities Commission 


| have audited the balance sheet of the Ontario Securities Commission as at March 31, 2006 and the statements of 
operations and operating surplus and cash flows for the year then ended. These financial statements are the responsibility of 
the Commission's management. My responsibility is to express an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with Canadian generally accepted auditing standards. Those standards require that | plan 
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by management, as well as 
evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of the Commission as 
at March 31, 2006 and the results of its operations and its cash flows for the year then ended in accordance with Canadian 
generally accepted accounting principles. 


NCGS SS 


J. R. McCarter, CA 
Auditor General 


May 12, 2006 
Toronto, Ontario 
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BALANCE SHEET 


As at March 31 












































2006 
ASSETS 
CURRENT 
Cash $ 55,900,077 
Accounts receivable 1,469,999 
Prepaid expenses Boi 6) 
ie OL O57 
DESIGNATED SETTLEMENTS (Note 3) 4,700,795 
FUNDS IN TRUST (Note 4) 8,865,176 
RESERVE FUND ASSETS (Note 5) 32,000,000 
CAPITAL ASSETS (Notes 6, 13(b)) 4,017,062 
$107,290,870 
LIABILITIES 
CURRENT 
Accounts payable and accrued liabilities $ 9,927,782 
Current portion of obligation under capital leases 
(Note 13(b)) e.” ; 29215 
10,066,997 
NON-CURRENT 
Obligation under capital leases (Note 13(b)) 295,931 
Other long term liabilities (Note 7(b)) 2351788 
Ve he Ca seer 
DESIGNATED SETTLEMENTS (Note 3) = 4,700,795 
FUNDS INTRUST (Note 4) 865) 176 
SURPLUS 
OPERATING 
General (Notes 8, 9) 20,03 1,232 
Reserve (Note 5) —. ss 32,000,000 
62,051,939 
CONTRIBUTED ee 3 98,244 
82,130,183 





$107,290,870 





Investor Education Fund (Note 10) 
Commitments and Contingencies (Notes 11,13) 
See accompanying notes to Financial Statements. 


ON BEHALF OF THE BOARD OF THE COMMISSION 


David Wilson David L. Knight, FCA 
Chair Commissioner 
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STATEMENT OF OPERATIONS AND OPERATING SURPLUS 


For the year ended March 31 






































2006 2005 
REVENUES 7 
Fees (Note 8) 79,977,793 $ 78,444,824 
Rebate of fees (Note 8) - (14,935,360) 
Investment income iS722007 {| 534,933) 
Miscellaneous (Note a) ; : 1,199,757 710,907 
83,049,551 65,755,304 
EXPENSES 
Salaries and benefits (Note 12) 48,871,068 44 286,613 
Administrative 5) 262,135 5,648,855 
Occupancy (Note 13(a)) 4,569,769 4,036,881 
Professional services (Note 12) 3,826,706 5}, 22) | SO 
Amortization 2,329,622 3,266,928 
Other ; 963,071 1,158,059 
: we 65,622,971 61,629,237 
EXCESS OF REVENUES OVER EXPENSES 17,226,580 4,126,067 
OPERATING SURPLUS, BEGINNING OF PERIOD 64,805,359 60,679,292 
OPERATING SURPLUS, END OF PERIOD 82,031,939 $ 64,805,359 
Represented by: 
General 50,031,939 $ 32,805,359 
_ Reserve 32,000,000 32,000,000 
$ 82,031,939 $ 64,805,359 





See accompanying notes to Financial Statements. 
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STATEMENT OF CASH FLOWS 


For the year ended March 31 





















































2006 200! 
NET INFLOW (OUTFLOW) OF CASH RELATED = 
TO THE FOLLOWING ACTIVITIES 
Cash flows from operating activities 
Excess of revenues over expenses $ 17,226,580 $ 4,126,067 
Adjustment for gain on disposal of capital assets (29,608) 
Adjustment for amortization ; 27329:622 3,266,928 
—_ 7 = ~— 19,526,594 7,392,995 
Changes in non-cash working capital: ‘Tip a ar 7 
Accounts receivable 1722 (59,013) 
Prepaid expenses 24,015 104,147 
Accounts payable and accrued liabilities 1,486,278 363,954 
Obligation under capital leases 435,146 
Other long term liabilities 117,041 | 186,687 
ee | 2,079,202 _ 595,775 
== ; 21,605,796 — 7,988,770 
Cash flows from investing activities 
Proceeds from sale of capital assets 144,625 — 
Purchase of capital assets (2,439,190) (2,052,416) 
| ; (2,294,565) (2,052,416) 
NET INCREASE IN CASH POSITION 19731231 5,230,304 
CASH POSITION, BEGINNING OF PERIOD «36,588,846 30,652,492 
CASH POSITION, END OF PERIOD $ 55,900,077 $ 36,588,846 











See accompanying notes to Financial Statements. 


Annual Report 2006 ONTARIO SECURITIES COMMISSION 33 








NOTES TO THE FINANCIAL STATEMENTS 


MARCH 31, 2006 


te 


NATURE OF THE CORPORATION 

The Ontario Securities Commission (the “Commission”) is a corporation without share capital and functions as an 
independent regulatory agency and administrative tribunal responsible for overseeing the securities industry in Ontario. 
As a Crown corporation, the Commission is exempt from income taxes. 


. SIGNIFICANT ACCOUNTING POLICIES 


These financial statements have been prepared in accordance with Canadian generally accepted accounting principles. 
Significant accounting policies followed in the preparation of these financial statements are: 


Investments 
Investments are carried at cost, which approximates market value. 


Capital assets 


Capital assets are recorded at cost less accumulated amortization. Amortization is calculated on a Straight-line basis over 
the estimated useful lives of the assets, beginning in the fiscal year following acquisition, as follows: 


Office furniture and equipment 5 to 10 years 

Computer hardware and related applications 2 years 

Leasehold improvements over term of lease 
Revenues 


Fees are recognized when earned which is normally upon receipt. 


Recoveries of costs of investigations are recorded as offsets to the relevant expense upon date of decision, unless 
management determines there is significant doubt as to ultimate collection, in which case recovery is recognized when 
cash is received. 


Employee Benefit Plan 


The Commission provides pension benefits to its full-time employees through participation in the Public Service Pension 
Plan, which is a multiemployer defined benefit pension plan. This plan is accounted for as a defined contribution plan, 
as the Commission has insufficient information to apply defined benefit plan accounting to this pension plan. 


The Commission also maintains supplementary unfunded pension plans for certain full-time members as described in 
note 7(b). The Commission accrues its obligations and the related costs under these supplemental unfunded pension 
plans. The transitional obligation and actuarial gains or losses are being amortized over the average remaining service 
period of active members, or over the life expectancy of inactive members, expected to receive benefits under these 
plans. For purposes of valuation, the actuarial liability and the current service cost is determined by independent 
actuaries using the projected benefit method prorated on services and management's best estimate assumptions. 


The costs of post-retirement non-pension benefits are not included in the Statement of Operations and Operating 
Surplus as described in note 14(c). 


Use of estimates 


The preparation of financial statements in accordance with Canadian generally accepted accounting principles requires 
that management make estimates and assumptions that affect the reported amounts of assets and liabilities as at the 
date of the financial statements and the reported amounts of revenues and expenditures for the period. Actual amounts 
could differ from these estimates. 
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3. 


DESIGNATED SETTLEMENTS 


The Commission has reached a number of settlement agreements arising from enforcement proceeding: 
from these settlements are received or receivable by the Commission to be set aside and allocated to su 
the Commission may determine. The balance includes a settlement for $1 ,900,000, which is subject to th 
the responsible Minister as required under the provision of the Securities Act in effect at the time the « 
approved. The accumulated funds are held in a segregated bank account. As at March 31, 2006, the 
balance is determined as follows: 


























a ; 2006 
Opening balance : cy 2,501,008 
Settlements 2,166,560 
Uncollected Settlements written off (89,400) 
Interest 22,627 
Payments — Investor Education Fund _ - 
Closing balance ae -$ 4,700,795 
Represented by: 

Cash $ 4,655,125 
_ Receivables | = 45,670 

$ 4,700,795 asc 








« FUNDS BELDIIN TRUST 


During the year, the Commission received $2,662,845 from the operator of the System of Electronic Data Analysis 
Retrieval (“SEDAR”), representing the accumulated surplus from the operations of SEDAR, bringing the total received | 

$8,606,532 since its inception. As at March 31, 2006, interest earned on these funds was $258,644. These funds are | 
be held by the Commission in accordance with agreements amongst the Commission, the Alberta Securities Commissio 
the British Columbia Securities Commission and L’Autorité des marchés financiers, and shall be used towards one c 
of the following actions: 


i) The development or enhancement of SEDAR; 

ii) The development or enhancement of the System of Electronic Disclosure by Insiders (“SEDI”); 
iil) To permit a reduction in the SEDAR Fee Schedule; 

iv) The application towards a previous year’s Shortfall, as described in note 11(a). 


RESERVE 


As part of the approval of its self-funded status, the Commission was allowed to establish a $20.0 million | 
used as an operating contingency against revenue shortfalls or unanticipated expenditures. The ac 
March 31, 2006, have been invested in three month and one year Government of Ontario treasury bilis wil 
Financing Authority. 





In the May 2, 2000 Budget, the Minister of Finance announced that the Ontario Securities Commission and the Final 
Services Commission of Ontario would be merged into a single agency that would provide regulation of the capital 
markets and financial services sectors. 

Legislation is required in order to create the proposed new organization and specify its regulatory responsibilities and 
powers. Draft legislation supporting this initiative was released for comment by the Ministry of Finance in April 2001 
At March 31, 2006, legislation has not yet been introduced. 


LIRITIES ¢ 
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The Commission received approval from the Ministry of Finance to retain $12.0 million, which may only be used toward 
implementation costs of the proposed merger and is subject to appropriate terms and conditions agreed with the 
Ministry of Finance, including: 

i) The monies will be paid to the Consolidated Revenue Fund, in part or in full, if not required to fund the costs of the 
merger; and 

ii) While retained by the Commission, the monies will be invested with the Ontario Financing Authority. 


Reserve fund investments are carried at cost as described in Note 2(a). The prime investment consideration for the reserve 
is the protection of principal and the appropriate liquidity to meet cash flow needs. Interest earned on investments Is 
credited to the operations of the Commission. 





CAPITAL ASSETS 








2006 2005 

Accumulated Net Book Net Book 

- Cost aa Amortization ; Value : Value 

Office furniture Coss 62, 744. $ 22727-9926 $ 654,818 $ 621,514 
Office equipment 295,047 293,448 1,599 46,089 
Computer hardware and related applications 12 SISA SIS: 10,945,106 2,009,767 2 S32. JN 2 
Leasehold improvements . HieZZ pole 5,870,694 iPpsSOre7s 1,022,459 

















$ 23,854,236 $ 195837, 174° ed Ol 062 $ 4,022 ii 








PENSION PLANS 


The Commission's contribution to the Public Service Pension Plan for the year ended March 31, 2006 was $2,498,157 
(2005 — $2,294,755) and is included in salaries and benefits. 


The unfunded supplemental pension plans for the Commission's current and former Chair and Vice-Chairs had an 
accrued benefit obligation of $1,217,986 at March 31, 2006 (2005 — $966,712) and an accrued benefit liability of 
$1,231,788 (2005 — $1,114,747). The Commission's related expense for the year was $169,999 (2005 — $186,687) 

and is included in salaries and benefits. Benefits totaling $52,958 were paid during the year (2005 — $0). The average 
remaining service period of the active members covered by these plans ranges from .25 to 3.88 years at March 31, 2005 
(2004 — 1.85 to 4.88 years); the 2005 figures were used for amortization purposes in fiscal 2006. The average life 
expectancy of the non-active member was 22.48 years at March 31, 2005 (2004 — 23.32 years). The significant actuarial 
assumptions adopted at March 31, 2006 include a discount rate of 5.0% (2005 — 5.5%) and a rate of compensation 
increase ranging from 2.1% to 3.0%, as applicable (2005 — 2.1% to 3.0%). 


FEES 


The Commission's fee regime is designed to generate fees that reflect the Commission's cost of providing services to 
market participants. The fee regime is based on the concept of “participation fees” and “activity fees”. Participation 
fees represent the benefit derived by market participants from participating in Ontario's capital markets. Activity fees 
represent the direct cost of Commission staff resources expended in undertaking certain activities requested of staff by 
market participants. 


Under this fee model, the Commission sets fees estimated to reflect the cost of regulation over a three-year horizon. In 
2005, the Commission issued a one-time rebate of fees of $14,935,360 to expedite the return of surplus to the market 
participants who funded it. The forecasted General Operating Surplus of $39,500,000 at March 31, 2006 was used to 

establish a reduced level of participation fees for the following three-year cycle beginning in fiscal 2007. 


Details of fees received for the year ended March 31, 2006 are as follows: 











— = ; : 7 2006 2005 
Participation Fees $ 65,758,682 ~$ 64,008,748 
Activity Fees 12,126,591 12,436,046 
Late Filing Fees | _ a a = = Be 097220 2,000,030 
Total $ 79,977,793 —$ 78,444,824 
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9. ENHANCEMENTS TO SEDI 


During the year, the Commission received a payment from CDS Inc. (“CDS”) in the amount of $964. 106 
of the $1.0 million contribution made to CDS last fiscal year for the enhancement of SEDI, less expens: 
funds were returned as CDS is not involved in the current phase of the enhancements. 


The returned amount ts included in miscellaneous revenue. Expenses of $70,783 were incurred by th. 

the year for SEDI enhancements. The Commission has committed the remaining amount of the refund of ‘ 
plus an additional $1.0 million of its general surplus generated from late fees, earned up to March 31 
enhancement of SEDI. 


10. INVESTOR EDUCATION FUND 


a) The Investor Education Fund (the “Fund”) was incorporated by letters patent of Ontario dated August 3, 200 
profit corporation without share capital. The Fund is managed by an independent Board of Directors and 
increase knowledge and awareness among investors and potential investors and to support research anc 
programs and partnerships which promote investor education. The Commission oversees the Fund as th 
member. The Fund is exempt from income taxes. 


The Fund has not been consolidated in the Commission's financial statements. Financial statements of the | 
available on request. Financial summaries of this unconsolidated entity as at March 31, 2006 and 2005 and ¢ 
years ended March 31, 2006 are as follows: 


INVESTOR EDUCATION FUND 














— : 2006 
Financial Position 
Total assets $ 4,095,205 4 eee th 
Total liabilities 


= VASE ee $ 2585 
Invested in capital assets 788,002 Be 
































Available for Fund purposes 2 Be 030,244 A 688,196 
Total net assets _ 3,818,246 5, 532,00 
ra ; 4,095,205 ee 
Results of Operations 
Total contributions and interest income $ 120,886 
Total expenses _ 7 _ a 24 040 
Deficiency of revenue over expenses 2 1,713,794) ; 
Cash flows 
Cash flows from operating activities 
Cash receipts from the Ontario Securities Commission $ = > 
Cash receipts from third parties = 
Investment income received 119,996 — 
Cash paid for initiatives and expenses (1,416,093) (1,411,792 
Cash paid for capital purchases 1) sia ee 
Net decrease in cash position | 7 (1,638,968) es 882) 
Cash position, beginning of period ee 023 5)262 miei fa 
Cash position, end of period a $7 35206,294 $ 4,935,262 
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b) 


el 


12: 


13: 


a) 


In the normal course of operations, the Commission entered into transactions with the Fund as follows: 


i) The Board of the Commission authorizes transfers of the Commission's Designated Settlements to the Fund in 
accordance with the Minister's approval and its own authority under the Securities Act. In 2006, the Board of the 
Commission did not authorize any such transfers to the Fund (2005 — $333,559). 


ii) The Commission has a Management Services agreement with the Fund for the provision of administrative and 
management services, at cost. 


For the period ended March 31, 2006, the Commission incurred costs totalling $553,162 (2005 — $480,417) for services 
related to the Fund. The total cost of these services has been charged back to the Fund and, of this amount, $128,234 Is 
owing to the Commission as of March 31, 2006 (2005 — $120,333). 


COMMITMENTS AND CONTINGENCIES 


The Commission has committed to paying 45.1% of annual shortfalls resulting from the operations of SEDAR, where 
SEDAR operating costs exceed revenues. SEDAR is an electronic filing and payment system jointly used by the members 
of the Canadian Securities Administrators (CSA) for the transmission, receipt, acceptance, review and dissemination of 
documents filed in an electronic format. The system is operated by an external agency on behalf of the CSA under an 
agreement signed on August 1, 2004. The Alberta Securities Commission, the British Columbia Securities Commission 
and L’Autorité des marchés financiers have also committed to paying a specified percentage of any annual SEDAR deficit. 
In the current year, there were no SEDAR deficits. 


The Commission is involved in various legal actions arising from the ordinary course and conduct of business. 
Settlements, if any, concerning these contingencies will be accounted for in the period in which the settlement occurs. 
The outcome and ultimate disposition of these actions are not determinable at this time, however Management does 
not expect the outcome of any of these proceedings, individually or in aggregate, to have a material impact on the 
Commission's financial position. 


RECOVERY OF COSTS OF INVESTIGATIONS 


In 2006, the Commission applied $417,327 (2005 — $482,790) in recoveries of the costs of investigations against salaries 
and benefits and $684,173 (2005 — $260,710) against professional services. 


LEASE OBLIGATIONS 
Operating 


The Commission is committed to operating lease payments as follows: 


2007 $ 4,829,902 
2008 $ 4,809,922 
2009 $ 4,879,178 
2010 $ 4,908,698 
2011 $ 4,946,157 
Thereafter $ 6,985,566 
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b) 


Capital 


During the year, the Commission entered into capital lease agreements for computer equipment. Leases that sub 
transfer all of the benefits and risks of ownership of property to the Commission, or otherwise meet the criteria 
capitalizing a lease under Canadian generally accepted accounting principles, are accounted for as capital leas 

is recorded at the time the capital lease is entered into, together with its related obligation to reflect its purc! 
financing. Computer equipment recorded under capital leases are amortized on the same basis as computer ha 
and related applications as described in note 2(a). The total interest expense recorded on the lease obligation 
(2005 — $0). The following is a schedule of future minimum lease payments for the capital leases, which expir 
before March 31, 2009: 


Year Ending March 31 














2007 $ 157,499 
2008 168,879 
2009 . eee 4, ae 146,242 
Total minimum lease payments 472,620 
Less: Amount representing interest at 6%: By 47 4 
Balance of the obligation $ 435,146 








14. TRANSACTIONS WITH PROVINCE OF ONTARIO 


In the course of normal operations, the Commission entered into transactions with the Province of Ontario as follows 


The Securities Act states that when ordered to do so by the responsible Minister, the Commission shall remit to the 
Province of Ontario such surplus funds as determined by the Minister. In light of the fee model as described in note 8 and 
the Commission's plans to set fees in three-year cycles, the Commission is not required to make quarterly remittances o! 
its surplus to the Consolidated Revenue Fund. Surpluses retained by the Commission are subject to appropriate terms and 
conditions to be agreed with the Ministry. 


The Commission has a tri-party agreement with the Ontario Financing Authority to facilitate banking arrangements with 
a Schedule 1 Bank. 


Costs of post-retirement non-pension employee benefits are paid by the Government of Ontario and are not included in 
the Statement of Operations and Operating Surplus. 


15. COMPARATIVE FIGURES 


Certain of the comparative figures have been reclassified to conform to current presentation 
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OSC Website: www.osc.gov.on.ca 


The OSC website features content for consumers, dealers and advisers, public 
companies and others. Specific sections have been created about the Commission's 
governance structure, policy and regulation, enforcement, market regulation, 
investment funds and international affairs. You can also find news releases, 
speeches and selected frequently used forms. This annual report is posted 

online in the ‘About the OSC’ section of the homepage. 


OSC Bulletin 


The OSC Bulletin is the official record of OSC activity, including, for example, 
orders and rulings, reasons for decision, news releases and other public notices, 
requests for comment, and approvals of rules and instruments. The Bulletin is 
published weekly in print format. The Bulletin is published on behalf of the OSC 
by Thomson Carswell. 


Thomson Carswell publishes a paper copy of the Bulletin and maintains 

an archive of the OSC Bulletin on an Internet subscription service entitled 
securities.pro. For subscription information, contact Carswell at 416-609-3800, 
toll-free (in Canada and the U.S.) at 1-800-387-5164, or by e-mail at: 
carswell.customerrelations@thomson.com. 


To see the 12 most recent issues of the OSC Bulletin, go to www.oscbulletin.carswell.com. 


Investor Education Fund: www.investorED.ca 


The Investor Education Fund offers trustworthy and unbiased investment education 
to the general public via www.investorED.ca and to students through its Taking Stock 
In Your Future Teacher program. We also provide funding support to not-for-profit 
and community organizations. The Investor Education Fund was established by the 
Ontario Securities Commission and is funded through OSC enforcement settlements. 
The Fund operates separately from the OSC with its own Board of Directors. 


OSC Website 
Did you find what you were looking for on the Did the OSC website exceed, meet or fail to 
OSC website? meet your needs and expectations? 

79% | 


&@ Inquiries Line 








Yes No 


Source: 2006 OSC Stakeholder 
Satisfaction Survey 








Exceeded Met Failed to Meet 
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OSC Inquiries & Contact Centre 


The OSC Inquiries & Contact Centre responds to those contacting us by e-mail or telephone, and handles initial reviews 
of written complaints against registrants and public companies. 


The Contact Centre operates from 8:30 a.m. to 5:00 p.m., Monday to Friday, and can be reached at: 
e-mail: inquiries@osc.gov.on.ca 
telephone: (416) 593-8314 (Toronto calling area), 1-877-785-1555 (toll-free) 
fax: 416-593-8122 
mail: Ontario Securities Commission 
20 Queen Street West, Suite 1903, 
Toronto ON, M5H 3S8 


. i, " .OSC.GOV.ON.Ca 
You can also file a complaint by using the online form in the “For the Consumer” section of www.osc.g 


ae ips/tips_form.js 
To send tips on potential violations of Ontario securities laws, use our TIPS form: www.osc.gov.on.ca/Tips/tips Torm.Jsp 


OSC 


ONTARIO SECURITIES COMMISSION 


2006 Annual Report 


20 Queen Street West, Suite 1903 
Toronto, ON 
M5H 388 


Telephone: 416-593-8314 
Toll Free: 1-877-785-1555 


WWW.OSC.gOV.ON.Ca 


> >) As the regulatory body responsible for overseeing the capital markets 
ea ea in Ontario, the Ontario Securities Commission administers and enforces 
the provincial Securities Act, the provincial Commodity Futures Act and 
administers certain provisions of the provincial Business Corporations Act. 
<x, The OSC is a self-funded Crown Corporation accountable to the Ontario 


Ontario Legislature through the Minister responsible for securities regulation. 


CN 


